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Sec. 15. SUNSET OF UNCODIFIED LANGUAGE

a different expiration date is explicit.

Sec. 16. EFFECTIVE DATE, RELATIONSHIP TO OTHER APPROPRIA-
TIONS.

Appropriations in this act are effective retroactively from July 1, 2005, and
supersede and replace funding authorized by order of the Ramsey ey County District
Court in Case No, C9-05-5928, as well as by Laws 2005, First Special Session chapter
2, which provided temporary funding through July 14, 2005. T The other langnage in this
article 1 is effective August 1, 2005.

Presented to the governor July 13, 2005

Signed by the governor July 14, 2005, 1:05 p.m.

CHAPTER 5—H.FE.No. 141

An act relating to the operation and financing of government; providing for early childhood,
adult, family, and kindergarten through grade 12 education including general education,
education excellence, special programs, facilities and technology, nutrition and accounting,
libraries, early childhood education, prevention, self-sufficiency and lifelong learning, state
agencies, and technical and conforming amendments; reestablishing statutory authority for the
Humanities Commission; authorizing certain nonprofit contracts; reimbursing local govern-
ments; authorizing ceriain state agencies and constitutional officers to carry forward unencum-
bered balances for fiscal year 2005; appropriating money for lets go fishing to promote
opportunities for fishing in the state; authorizing rulemaking; providing for reports; appropri-
ating money; amending Minnesota Statutes 2004, sections 13.32, subdivision 8; 13.321, by
adding a subdivision; 119A.46; subdivisions 1, 2, 3, 8 120A.05, by adding a subdivision;
120A.22, subdivision 12; 120B.02; 120B.021, by adding a subdivision; 120B.11, subdivisions 1,
2, 3, 4, 5, 8 120B.13, subdivisions 1, 3, by adding a subdivision; 120B.22, subdivision 1;
120B.30, subdivisions 1, la, by adding a subdivision; 120B.31, subdivision 4; 121A.03,
subdivision 1; 121A.06, subdivisions 2, 3; 121A.15, subdivision 3; 121A.17, subdivisions 1, 5;
121A.19; 121A.41, subdivision 10; 121A.47, subdivision 14; 121A.53; 121A.60, subdivision 5, by
adding subdivisions; 121A.67; 122A.06, subdivision 4; 122A.12, subdivision 2; 122A.18,
subdivision 2a; 122A.33; 122A.40, subdivision 5, as amended; 122A.41, subdivisions 2, as
amended, 5a, 14; 122A.413; 122A.414; 122A.415, subdivisions 1, 3; 122A.60, subdivision 1, by
adding subdivisions; 123A.05, subdivision 2; 123B.02, by adding subdivisions; 123B.04,
subdivisions 1, 2; 123B.42, by adding a subdivision; 123B.49, subdivision 4; 123B.492; 123B.53,
subdivision 1; 123B.54; 123B.59, subdivisions 3, 3a; 123B.63, subdivision 2; 123B.71, subdivi-
sions 8, 9, 12; 123B.75, subdivision 5, by adding a subdivision; 123B.76, subdivision 3; 123B.79,
subdivision 6; 123B.81, subdivision 1; 123B.82; 123B.83, subdivision 2; 123B.88, by adding a
subdivision; 123B.92, subdivisions 1, 5; 124D.09, subdivision 12; 124D.095, subdivisions 2, 4, §,
by adding a subdivision; 124D.10, subdivisions 4, 6, 15, 23; 124D.11, subdivisions 1, 2, 5, 6;
124D.111, subdivisions 1, 2; 124D.118, subdivision 4; 124D.135, subdivisions 1, 5; 124D.15,
subdivisions 1, 3, 5, 10, 12, by adding subdivisions; 124D.16, subdivisions 2, 3; 124D.20,
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subdivisions 3, 5; 124D.40; 124D.454, subdivision 5; 124D.52, subdivision 3; 124D.531,
subdivisions 1, 4; 124D.66, subdivision 3; 124D.68, subdivision 9; 124D.69, subdivision 1;
124D.74, subdivision 1; 124D.81, subdivision 1; 124D.84, subdivision 1; 125A.11, subdivision 1;
125A.24; 125A.28; 125A.51; 125A.76, subdivision 4; 125A.79, subdivisions 1, 6; 126C.01,
subdivision 11; 126C.05, by adding a subdivision; 126C.10, subdivisions 1, 2, 13, 13a, 24, 31, by
adding subdivisions; 126C.13, subdivision 4; 126C.15, subdivisions 2, 3; 126C.17, subdivisions
2, 5,7, 9, 13; 126C.21, subdivision 4; 126C.40, subdivision 1; 126C.43, subdivisions 2, 3;
126C.457; 126C.48, subdivisions 2, 8; 126C.63, subdivisions 5, 8; 127A.41, subdivision 8;
127A.45, subdivisions 2, 10, 11, 12, 13, 14, 16; 127A.47, subdivisions 7, 8; 127A.49, subdivisions
2, 3; 128C.05, by adding a subdivision; 128C.12, subdivisions 1, 3; 128D.11, subdivision 9;
134.31, by adding a subdivision; 179A.03, subdivision 14, as amended; 260C.201, subdivision 1,
as amended; 275.14; 275.16; 469.177, subdivision 9; 475.61, subdivision 4; Laws 1996, chapter
412, article 5, section 24; Laws 2003, First Special Session chapter 9, article 3, section 20,
subdivision 6, as amended; Laws 2003, First Special Session chapter 9, article 4, section 29, as
amended; proposing coding for new law in Minnesota Statutes, chapters 120B; 121A; 122A;
123A; 123B; 124D; 125B; 127A; 129C; 138; 171; repealing Minnesota Statutes 2004, sections
122A.415, subdivision 2; 123B.83, subdivision 1; 124D.095, subdivision 9; 124D.15, subdivisions
2,4,6,7, 89, 11, 13; 124D.16, subdivisions 1, 4; 125A.75, subdivision 8; 126C.42, subdivisions
1, 4; 128C.12, subdivision 4.

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MINNESOTA:

ARTICLE 1

GENERAL EDUCATION

Section 1. Minnesota Statutes 2004, section 120A.05, is amended by adding a
subdivision to read:

Subd 10a. KINDERGARTEN. “Kmdergarten means a program designed for

kmdelgarten @ following school year is 2 prekindergarten program.

EFFECTIVE DATE. This section is effective the day following final enactment.

Sec. 2. Minnesota Statutes 2004, section 123A.05, subdivision 2, is amended to
read:

Subd. 2. RESERVE REVENUE. Each district that is a member of an area
learning center must reserve revenue in an amount equal to the sum of (1) at least 90
percent of the district average general education revenue per pupil unit minus an
amount equal to the product of the formula allowance according to section 126C.10,
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subdivision 2, times .0485, calculated without basic skills revenue; and transportation
sparsity revenue, and the transportation pertion of the transition revenue adjustment;
times the number of pupil units attending an area learning center program under this
sectlon_ plus (2) the amount of basic skills revenue generated by pupils attending the
area learning center. The amount of reserved revenue-under this subdivision may only
be spent on program costs associated with the area learning center. Compensatory
revenue must be allocated aceording to section 126C:15; subdivision 2-

Sec. 3. Minnesota Statutes 2004, section 123B.75, is amended by adding a
subdivision to read: ,

Subd. 4a. TACONITE REVENUE. Taconite revenue received in a calendar year
by a school district under section 298.28, subdivisions 4, paragraphs (b) and (c), and
11, paragraph (d), is fully recognized in the fiscal year in which the February payment
falls.

EFFECTIVE DATE. This section is effective for revenue for fiscal year 2006.

Sec. 4. Minnesota Statutes 2004, section 123B.76, subdivision 3, is amended to
read:

Subd. 3. EXPENDITURES BY BUILDING. (a) For the purposes of this section,
“building” means education site as defined in section 123B.04, subdivision 1.

(b) Each district shall maintain separate accounts to identify general fund
expenditures; excluding capital expenditures and pupil transpertation; for each
building. All expenditures for regular instruction, secondary vocational instruction, and
school administration must be reported to the department separately for each building.
All expenditures for special education instruction, instructional support services, and
pupil support services provided within a specific building must be reported to the
department separately for each building. Salary expenditures reported by building must
reflect actual salaries for staff at the building and must not be based on districtwide
averages. All other general fund expenditures may be reported by building or on a
districtwide basis. - o

(c) The department must annually report information showing school district
general fund expenditures per pupil by program category for each building and
estimated school district general fund revenue generated by pupils attending each
building on its Web site. For purposes of this report:

(1) expenditures not required to be reported by building shall be allocated among
buildings on a uniform per pupil basis;

(2) basic skills revenue shall be allocated according to section 126C.10,
subdivision 4;

(3) secondary sparsity revenue and elementary sparsity revenue shall be allocated
according to section 126C.10, subdivisions 7 and 8;

(4) other general education revenue shall be allocated on a uniform per pupil unit
basis;
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(5) first grade preparedness aid shall be allocated according to section 124D.081;

(6) state and federal special education aid and Title I aid shall be allocated in
proportion to district expenditures for these programs by building; and

(7) other general fund revenues shall be allocated on a uniform per pupil basis,
except that the department may allocate other revenues attributable to specific
buildings directly to those buildings.

Sec. 5. Minnesota Statutes 2004, section 123B.79, subdivision 6, is amended to
read:

Subd. 6. ACCOUNT TRANSFER FOR STATUTORY OPERATING DEBT.
On June 30 of each year, a district may make a permanent transfer from the general
fund account entitled “undesignated net unreserved general fund balance since
statutory operating debt” to the account entitled “reserved fund balance reserve
account for purposes of statutory operating debt reduction.” The amount of the transfer
is limited to the lesser of (a) the net undesignated operating unreserved general fund
balance, or (b) the sum of the remaining statutory operating debt levies authorized for
all future years according to section 126C.42, subdivision 1. If the net undesignated
operating unreserved general fund balance is less than 'zero, the district may not make
a transfer.

Sec. 6. Minnesota Statutes 2004, section 123B.81, subdivision 1, is amended to
read:

Subdivision 1. OPERATING DEBT. The “operating debt” of a school district
means the net negative undesignated unreserved general fund balance in all sehool
distriet funds; other than capital expenditure; building construetion; debt serviee; and
trust and ageney; calculated as of June 30 of each year in accordance with the uniform
financial accounting and reporting standards for Minnesota school districts. °

Sec. 7. Minnesota Statutes 2004, section 123B.82, is amended to read:
123B.82 REORGANIZATION OPERATING DERBT.

The “reorganization operating debt” of a school district means the net negative
undesignated unreserved fund balance balances in all school district funds, other than
building construction, debt redemption, and trust and agency, calculated in accordance
with the uniform financial accounting and reporting standards for Minnesota school
districts as of: ‘

(1) June 30 of the fiscal year before the first year that a district receives revenue
according to section 123A.39, subdivision 3; or

(2) June 30 of the fiscal year before the effective date of reorganization according
to section 123A.46 or 123A.48.

Sec. 8. Minnesota Statutes 2004, section 123B.83, subdivision 2, is amended to
read: )
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Subd. 2. UNDESIGNATED NET UNRESERVED GENERAL FUND BAL-
ANCES. Beginning in fiseal year 1978 and each year thereafter; any A school district
not subject to the provisions of subdivision 1 must limit its expenditures so that its
undesignated net unreserved general fund balanees do balance does not constitute
statutory operating debt as defined in section 126C.42.

Sec. 9. Minnesota Statutes 2004, section 123B.92, subdivision 1, is amended to
read:

Subdivision 1. DEFINITIONS. For purposes of this section and section 125A.76,
the terms defined in this subdivision have the meanings given to them.

(a) “Actual expenditure per pupil transported in the regular and excess transpor-
tation categories” means the quotient obtained by dividing:

(1) the sum of:

(i) all expenditures for transportation in the regular category, as defined in
paragraph (b), clause (1), and the excess category, as defined in paragraph (b), clause
(2), plus

(ii) an amount equal to one year’s depreciation on the district’s school bus fleet
and mobile units computed on a straight line basis at the rate of 15 percent per year for
districts operating a program under section 124D.128 for grades 1 to 12 for all students
in the district and 12-1/2 percent per year for other districts of the cost of the fleet, plus

(iii) an amount equal to one year’s depreciation on the district’s type three school
buses, as defined in section 169.01, subdivision 6, clause (5), which must be used a
madjority of the time for pupil transportation purposes, computed on a straight line basis
at the rate of 20 percent per year of the cost of the type three school buses by:

(2) the number of pupils eligible for transportation in the regular category, as
defined in paragraph (b), clause (1), and the excess category, as defined in paragraph
(b), clause (2).

(b) “Transportation category” mearis a category of transportation service provided
to pupils as follows:

(1) Regular transportation is:

(i) transportation to and from school during the regular school year for resident
elementary pupils residing one mile or more from the public or nonpublic school they
attend, and resident secondary pupils residing two miles or more from the public or
nonpublic school they attend, excluding desegregation transportation and noon
kindergarten transportation; but with respect to transportation of pupils to and from
nonpublic schools, only to the extent permitted by sections 123B.84 to 123B.87;

(ii) transportation of resident pupils to and from language immersion programs;

(iii) transportation of a pupil who is a custodial parent and that pupil’s child
between the pupil’s home and the child care provider and between the provider and the
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school, if the home and provider are within the attendance area of the school;

(iv) transportation to and from or board and lodging in another district, of resident
pupils of a district without a secondary school; and

(v) transportation to and from school during the regular school year required
under subdivision 3 for nonresident elementary pupils when the distance from the
attendance area border to the public school is one mile or more, and for nonresident
secondary pupils when the distance from the attendance area border to the public
school is two miles or more, excluding desegregation transportation and noon
kindergarten transportation.

For the purposes of this paragraph, a district may designate a licensed day care
facility, respite care facility, the residence of a relative, or the residence of a person
chosen by the pupil’s parent or guardian as the home of a pupil for part or ail of the
day, if requested by the pupil’s parent or guardian, and if that facility or residence is
within the attendance area of the school the pupil attends.

(2) Excess transportation is:

(1) transportation to and from school during the regular school year for resident
secondary pupils residing at least one mile but less than two miles from the public or
nonpublic school they attend, and transportation to and from school for resident pupils
residing Iess than one mile from school who are transported because of extraordinary
traffic, drug, or crime hazards; and

(ii) transportation to and from school during the regular school year required
under subdivision 3 for nonresident secondary pupils when the distance from the
attendance area border to the school is at least one mile but less than two miles from
the public school they attend, and for nonresident pupils when the distance from the
attendance area border to the school is less than one mile from the school and who are
transported because of extraordinary traffic, drug, or crime hazards.

(3) Desegregation transportation is transportation within and outside of the district
during the regular school year of pupils to and from schools located outside their
normal attendance areas under a plan for desegregation mandated by the commissioner
or under court order.

(4) “Transportation services for pupils with disabilities” is:

(i) transportation of pupils with disabilities who cannot be transported on a regular
school bus between home or a respite care facility and school;

(ii) necessary transportation of pupils with disabilities from home or from school
to other buildings, including centers such as developmental achievement centers,
hospitals, and treatment centers where special instruction or services required by
sections 125A.03 to 125A.24, 125A.26 to 125A.48, and 125A.65 are provided, within
or outside the district where services are provided;

(iii) necessary transportation for resident pupils with disabilities required by
sections 125A.12, and 125A.26 to 125A.48;
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(iv) board and lodging for pupils with disabilities in a district maintaining special
classes;

(v) transportation from one educational facility to another within the district for
resident pupils enrolled on a shared-time basis in educational programs, and necessary
transportation required by sections 125A.18, and 125A.26 to 125A.48, for resident
pupils with disabilities who are provided special instruction and services on a
shared-time basis or if resident pupils are not transported, the costs of necessary travel

between public and private schools or neutral instructional sites by essential personnel
employed by the district’s program for children with a dlsablhty,

(vi) transportation for resident pupils with disabilities to and from board and
lodging facilities when the pupil is boarded and lodged for educational purpogses; and

(vii) services described in clauses (i) to (vi), when provided for pupils with
disabilities in conjunction with a summer instructional program that relates to the
pupil’s individual education plan or in conjunction with a learning year program
established under section 124D.128.

For purposes of computing special education base revenue under 'section
125A.76, subdivision 2, the cost of providing transportation for children with

disabilities includes (A) the additional cost of transporting a homeless student from a

temporary nonshelter home in another district to the school of origin, or a formerly
homeless student from a permanent home i in another district to the school of origin But

only through the end of the academic year; and (B) depre01at10n on dlstnct—owned

pupils with disabilities, calculated acco1d1ng to paragraph (a), clauses (ii) and @i).
Depremanon costs included in the disabled transportation category must be excluded
in calculating the actual expenditure per pupil transported in the regular ai and excess

transpmtatlon categories according to ' paragraph (a).

(5) “Nonpublic nonregular transportation” is:

(i) transportation from one educational facility to another within the district for
resident pupils enrolled on a shared-time basis in educational programs, excluding
transportation for nonpublic pupils with disabilities under clause (4);

(ii) transportation within district boundaries between a nonpublic school and a
public school or a neutral site for nonpublic school pupils who are provided pupil
support services pursuant to section 123B.44; and

(iii) late transportation home from school or between schools within a district for
nonpublic school pupils involved in after-school activities.

(c) “Mobile unit” means a vehicle or trailer designed to provide facilities for
educational programs and services, including diagnostic testing, guidance and coun-
seling services, and health services. A mobile unit located off nonpublic school
premises is a neutral site as defined in section 123B.41, subdivision 13.
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Sec. 10, Minnesota Statutes 2004, section 123B.92, subdivision 5, is amended to
read:

Subd. 5. DISTRICT REPORTS. (a) Each district must report data to the
department as required by the department to account for transportation expenditures.

(b) Salaries and fringe benefits of district employees whose primary duties are
other than transportation, including central office administrators and staff, building
administrators gx_q staff, teachers, social workers, school nurses, . and instructional
aides, must not be included in a district’s transportation expenditures, except that a
district may may “include salaries and benefits according to paragraph (c) for (1) an
employee ¢ designated as the district transportation director, (2) an employee providing
direct support to the transportation director, or (3) an employee providing direct
tlansportatlon services such as a bus driver or bus aide.

transportation expendltures unless the district maintains documentation of the employ—
ee’s time spent on pupil transportation matters in the form and manner  prescribed by
th_e department

(d) Pupil transportation expenditures, excluding expenditures for capital outlay,
leased buses, student board and lodging, crossing guards, and aides on on buses, must be
allocated among transportation categories based on cost-per-mile, cost-per-student,
cost-per-hour, or cost-per-route, regardless of whether the transportation services are
provided on district-owned or contr actor-owned school buses. Expenditures for school
bus driver salaries and fringe benefits may either be directly charged to the appropriate
transpmtatlon category or may be allocated among transportation categories based on
cost-per-mile, cost-per-student, cost-per-hour, or cost-per-route. Expenditures by
private contractors or individuals who provide transportation exclusively in one
transportation category must be charged directly to the appropriate transportation
category. Transportation services provided by contractor-owned school bus companies
incorporated under different names but owned by the same individual o or group of
individuals must be treated as the same company f01 cost allocation purposes,

EFFECTIVE DATE. This section is effective for expenditure reporting for fiscal
year 2006.

Sec. 11. Minnesota Statutes 2004, section 124D.68, subdivision 9, is amended to
read:

Subd. 9. ENROLLMENT VERIFICATION. (a) For a pupil attending an
eligible program full time under subdivision 3, paragraph (d), the department must pay
90 percent of the district’s average general education revenue less basic skills revenue
to the eligible program and ten percent of the district’s average general education
revenue less basic skills revenue to the contracting district within 30 days after the
eligible program verifies enrollment using the form provided by the department. For a
pupil attending an eligible program part time, revenue, excluding compensatory
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revenue, shall be reduced proportionately, according to the amount of time the pupil
attends the program, and the payments to the eligible program and the contracting
district shall be reduced accordingly. A pupil for whom payment is made according to
this section may not be counted by any district for any purpose other than computation
of general education revenue. If payment is made for a pupil under this subdivision, a
district shall not reimburse a program under section 124D.69 for the same pupil. The
basic skills revenue shall be paid generated by pupils attending the eligible program
according to section 126C.10, subdivision 4, shall be paid to the eligible program.

(b) The department must pay up to 100 percent of the revenue to the eligible
program if there is an agreement to that effect between the school district and the

eligible program.

(c) Notwithstanding paragraphs (a) and (b), for an eligible program that provides
chemical treatment services to students, the department must pay 100 percent of the
revenue to the eligible program.

Sec. 12. Minnesota Statutes 2004, section 124D.69, subdivision 1, is amended to
read:

Subdivision 1. AID. If a pupil enrolls in an alternative program, eligible under
section 124D.68, subdivision 3, paragraph (d), or subdivision 4, operated by a private
organization that has contracted with a school district to provide educational services
for eligible pupils under section 124D.68, subdivision 2, the district contracting with
the private organization must reimburse the provider an amount equal to the sum of (1)
at least 95 percent of the district’s average general education less basic skills revenue
per pupil unit times the number of pupil units for pupils attending the programs, and
(2) the amount of basic skills revenue shall be paid generated by pupils attending “the
program according to section 126C.10, subdivision 4. Compensatory revenue must be
allocated aceording to section 126C15; subdivision 2. For a pupil attending the
program part time, the revenue paid to the program, excluding compensatory revenue,
must be reduced proportionately, according to the amount of time the pupil attends the
program, and revenue paid to the district shall be reduced accordingly. Pupils for whom
a district provides reimbursement may not be counted by the district for any purpose
other than computation of general education revenue. If payment is made to a district
or program for a pupil under this section, the department must not make a payment for
the same pupil under section 124D.68, subdivision 9. Notwithstanding sections
125A.15, 125A.51, and 125A.515, general education revenue for a student who
receives educational services under this section shall be paid according to this section.

Sec. 13. Minnesota Statutes 2004, section 125A.51, is amended to read:

125A.51 PLACEMENT OF CHILDREN WITHOUT DISABILITIES; EDU-
CATION AND TRANSPORTATION.

The responsibility for providing instruction and transportation for a pupil without
a disability who has a short-term or temporary physical or emotional illness or
disability, as determined by the standards of the commissioner, and who is temporarily
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placed for care and treatment for that illness or disability, must be determined as
provided in this section. .

(a) The school district of residence of the pupil is the district in which the pupil’s
parent or guardian resides.

(b) When parental rights have been terminated by court order, the legal residence
of a child placed in a residential or foster facility for care and treatment is the district
in which the child resides,

(c) Before the placement of a pupil for care and treatment, the district of residence
must be notified and provided an opportunity to participate in the placement decision.
When an immediate emergency placement is necessary and time does not permit
resident district participation in the placement decision, the district in which the pupil
is temporarily placed, if different from the district of residence, must notify the district
of residence of the emergency placement within 15 days of the placement.

(d) When a pupil without a disability is temporarily placed for care and treatment
in a day program and the pupil continues to live within the district of residence during
the care and treatment, the district of residence must provide instruction and necessary
transportation to and from the treatment facility for the pupil. Transportation shall only
be provided by the district during regular operating hours of the district. The district
may provide the instruction at a school within the district of residence, at the pupil’s
residence, or in the case of a placement outside of the resident district, in the district
in which the day treatment program is located by paying tuition to that district. The
district of placement may contract with a facility to provide instruction by teachers
licensed by the state Board of Teaching.

(e) When a pupil without a disability is temporarily placed in a residential
program for care and treatment, the district in which the pupil is placed must provide
instruction for the pupil and necessary transportation while the pupil is receiving
instruction, and in the case of a placement outside of the district of residence, the
nonresident district must bill the district of residence for the actual cost of providing
the instruction for the regular school year and for summer school, excluding
transportation costs. v

(P) Notwithstanding paragraph (e), if the pupil is homeless and placed in a public
or private homeless shelter, then the district that enrolls the pupil under section
127A 47, subdivision 2, shall provide the transportation, unless the district that enrolls
the pupil and the district in which the pupil is temporarily placed agree that the district
in which the pupil i is temporarily placed shall provide transportation. When a pupil
without a disability is temporarily placed in a in a residential program outside the district
of residence, the administrator of the court placing the pupil must send timely written
notice of the placement to the district of residence. The district of placement may
contract with a residential facility to provide instruction by teachers licensed by the
state Board of Teaching. For purposes of this section, the state correctional facilities
operated on a fee-for-service basis are considered to be residential programs for care
and treatment.
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€5 (g) The district of residence must include the pupil in its residence count of
pupil units and pay tuition as provided in section 123A.488 to the district providing the
instruction. Transportation costs must be paid by the district providing the transpor-
tation and the state must pay transportation aid to that district. For purposes of
computing state transportation aid, pupils governed by this subdivision must be
included in the disabled transportation category if the pupils cannot be transported on
a regular school bus route without special accommodations. o o

Sec. 14, Minnesota Statutes 2004, section 126C.01, subdivision 11, is amended to
read:

Subd. 11. NET GNAPPROPRIATED OPERATING UNRESERVED GEN-
ERAL FUND BALANCE. “Net unappropriated operating unreserved. general fund
balance” means the sum of the unreserved general fund balances in the general; food
service; and community -serviee funds minus the balances reserved for statutery
benefits; maintenance levy reduction; operating capital; disabled aceess; health and
safety; balance and encumbrances, computed as of June 30 each year.

Sec. 15. Minnesota Statutes 2004, section 126C.05, is amended by adding a
subdivision to read:

Subd. 20. PROJECT-BASED AVERAGE DAILY MEMBERSHIP. () To
receive general education revenue for a pupil enrolled in a public school with a
project-based program, a school must meet the requlrements in this paragraph. The

school must: T - T

(1) register with the commissioner as a project-based program by May 30 of the
precedmg fiscal year;

(2) provide a minimum teacher contact of no less than one hour g week per
project-based credit for each pupil;

(3) maintain a record system that shows when each credit or portion thereof was
reported for membership for each pup11 and

(4) report pupil membership consistent with paragraph (b).

(b) The commissioner must develop a formula for reporting pupil membership to
compute average daily membership for each registered project-based school. Average
daily membership for a pupil in a registered project-based program is the lesser of:

(1) 1.0 or

(2) the ratio of (i) the number of membership hours generated by project-based

credits completed during the school year plus membership hours generated by credits
completed in a seat-based setting to (1_1)_ th_e annual required instructional hours at that

grade level. Membership hours for a partially completed project-based credit must be
prorated. ‘
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Sec. 16. Minnesota Statutes 2004, section 126C.10, subdivision &, is amended to
read:

Subdivision 1. GENERAL EDUCATION REVENUE. (a) For fiseal year 2003;
the general education revenue for each district equals the sum of the distriet’s basic
revenue; basic skills revenue; training and experience revenue; secondary sparsity
revenue; clementary sparsity revenue; transportation sparsity revenue; total operating
eapital revenue; and equity revenues

) For fiscal year 2004 2006 and later, the general education revenue for each
district equals the sum of the district’s basic revenue, extended time revenue, gified and
talented revenue, basic skills revenue, training and experience revenue, secondary
sparsity revenue, elementary sparsity revenue, transportation sparsity revenue, total
operating capital revenue, equity revenue, alternative teacher compensation revenue,
and transition revenue.

EFFECTIVE DATE. '_];EIE section is effective for revenue for fiscal year 2006.

Sec. 17. Minnesota Statutes 2004, section 126C.10, subdivision 2, is amended to
read:

Subd. 2. BASIC REVENUE. The basic revenue for each district equals the
formula allowance times the adjusted marginal cost pupil units for the school year. The
formula allowance for fiscal year 2001 2005 is $3,964 $4,601. The formula allowance
for fiscal year 2002 2006 is $4:068 $4,783. The formula allowance for fiscal year 2003
2007 and subsequent years is $4,601 $4,974. .

Sec. 18. Minnesota Statutes 2004, section 126C.10, is amended‘by adding a
subdivision to read:

Subd. 2b. GIFTED AND TALENTED REVENUE., Gifted and talented revenue
for each district equals $4 times the district’s adjusted marginal cost pupil units for
fiscal ye year 2006 and 89 E’l fiscal ye year 2007 and later. A school district must reserve

gifted and talented revenue and, consistent w1th section 120B.15, must spend the
revenue only to:

(1) identify gifted and talented students;

(2) provide education programs for gifted and talented students; or

(3) provide staff development to prepare teachers to best meet the unique needs
of gifted and talented students.

EFFECTIVE DATE. This section }E effective for revenue for fiscal year 2006
and later.

Sec. 19. Minnesota Statutes 2004, section 126C.10, subdivision 13, is amended to
read:

Subd. 13. TOTAL OPERATING CAPITAL REVENUE. (a) For fiscal year
2000 and thereafter; Total operating capital revenue for a district equals the amount
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determined under paragraph (b) or (c), plus $73 times the adjusted marginal cost pupil
units for the school year. The revenue must be placed in a reserved account in the
general fund and may only be used according to paragraph {d) er subdivision 14.

(b) Her fiscal years 2000 and later; Capital revenue for a district equals $100 times
the district’s maintenance cost index times its adjusted marginal cost pupil units for the
school year.

(c) Eeor fiscal years 2000 and later; The revenue for a district that operates a
program under section 124D.128, is increased by an amount equal to $30 times the
number of marginal cost pupil units served at the site where the program is
implemented. '

¢d) For fiseal years 2001, 2002; and 2003; the district must reserve an amount
Reserve revenue under this paragraph must first be used to pay for ongoing or recurring
including Internet aceess: Any revenue remaining after covering all ongoing or
recurring access costs may be used for computer hardware or equipment:

Sec. 20. Minnesota Statutes 2004, section 126C.10, subdivision 13a, is amended
to read:

Subd. 13a. OPERATING CAPITAL LEVY. To obtain operating capital revenue
for fiscal year 2005 2007 and later, a district may levy an amount not more than the
product of its operating capital revenue for the fiscal year times the lesser of one or the
ratio of its adjusted net tax capacity per adjusted marginal cost pupil unit to $22,222
the operating capital equalizing factor. The operating capital equalizing factor equals
$22,222 for fiscal year 2006, and $10,700 for fiscal year 2007 and later.

EFFECTIVE DATE. This section is effective for revenue for fiscal year 2007.

Sec. 21. Minnesota Statutes 2004, section 126C.10, subdivision 24, is amended to
read: ‘

Subd. 24. EQUITY REVENUE. (2) A school district qualifies for equity revenue
if:

(1) the school district’s adjusted marginal cost pupil unit amount of basic revenue,
supplemental revenue, transition revenue, and referendum revenue is less than the

value of the school district at or immediately above the 95th percentile of school
districts in its equity region for those revenue categories; and

(2) the school district’s administrative offices are not located in a city of the first
class on July 1, 1999.

(b) Equity revenue for a qualifying district that receives referendum revenue
under section 126C.17, subdivision 4, equals the product of (1) the district’s adjusted
marginal cost pupil units for that year; times (2) the sum of (i) $13, plus (ii) $75, times
the school district’s equity index computed under subdivision 27.
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(¢) Equity revenue for a qualifying district that does not receive referendum
revenue under section 126C.17, subdivision 4, equals the product of the district’s
adjusted marginal cost pupil units for that year times $13.

(d) A school district’s equity revenue is increased by the greater of zero or an

amount equal to the district’s resident marginal pupil units times the difference
between ten percent of the statewide average amount of referendum revenue per
resident marginal cost ‘pupil unit unit for that year and the district’s referendum revenue per

resident marginal cost pupil unit. A school district’s revenue under this paragraph must
not exceed $100,000 for that ye: yeal

(e) A school district’s equity revenue for a school district located in the metro
equity region equals the amount computed i 111 paragraphs (), (c), and (d) multiplied by
1.25,

(f) For fiscal year 2007 and later, notwithstanding paragraph (a), clause 2), a

school district that has per pupil referendum revenue below the 95th percentile

qualifies Tor ac for additional equity revenue equal to $46 times its adjusted marginal cost
pupil umt

(g) A district that does not qualify for revenue under paragraph (f) qualifies for

equity revenue equal to one-half of the per pupil allowance in par agraph () times 1ts
adjusted marginal cost pupﬂ units.

EFFECTIVE DATE. This section is effective for revenue @ fiscal year 2006.

Sec. 22. Minnesota Statutes 2004, section 126C.10, subdivision 31, is amended to
read:

Subd. 31. TRANSITION REVENUE. (a) A district’s transition allowance for
fiseal years 2004 through 2008 equals the greater of zero or the product of the ratio of
the number of adjusted marginal cost pupil units the district would have counted for
fiscal year 2004 under Minnesota Statutes 2002 to the district’s adjusted marginal cost
pupil units for fiscal year 2004, times the difference between: (1) the lesser of the
district’s general education revenue per adjusted marginal cost pupil unit for fiscal year
2003 or the amount of general education revenue the district would have received per
adjusted marginal cost pupil unit for fiscal year 2004 according to Minnesota Statutes
2002, and (2) the district’s general education revenue for fiscal year 2004 excluding
transition revenue divided by the number of adjusted marginal cost pupil units the
district would have counted for fiscal year 2004 under Minnesota Statutes 2002.

A disteiet’s transition allowanece for fiseal year 2009 and later is zero:

(b) A district’s transition revenue for fiscal year 2004 and later 2006 and later
equals the sum of (1) the product of the district’s transition allowance times the

district’s adjusted marginal cost pupil units- plus (2) the amount of referendum revenue
under section 126C.17 and general education revenue, excluding transition revenue,
for fiscal year 2004 attributable to pupils four or five years of age on September 1,

2003, enrolled i in a prekindergar ten program implemented by the district before July 1,
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2003, and reported as kindergarten pupils under section 126C.03, subdivision 1, for
fiscal year 2004, plus (3) the amount of compensatory education revenue under

subdivision 3 for fiscal year 2005 attributable to pupils four years of age on September
1, 2003, enrolled in a prekindergarten program implemented by the district before July
1, 2003, and reported as kindergarten pupils under section 126C.05, subd1v1s1on 1, for

fiscal year ar 2004 mu1t1p11ed by 04

Sec. 23. Minnesota Statutes 2004, section 126C.10, is amended by adding a
subdivision to read:

Subd. 34. BASIC ALTERNATIVE TEACHER COMPENSATION AID. (a)
For fiscal y year ear 2006, the basic alternative teacher compensation aid for a school district
or an intermediate school district with a plan approved under section 122A.414,
subdivision 2b, equals the alfernative teacher compensation revenue under section
122A 415, subdivision 1. The basic alternative teacher compensation aid for a charter
school with an approved plan under section 122A.414, subdivision 2b, equals $260
times the he number of pupils enrolled in the school on October 1of @g previous school

year, or on October 1 of the current fiscal year _fo_r a charter school in the first year of
operation:

(b) For fiscal year 2007 and later, the basic alternative teacher compensation aid
for a school district with a plan appmved under section 122A.414, subdivision 2b

equals 73.1 percent of the alternative teacher compensation revenue under section
122A.415, subdivision 1. The basic .alternative teacher compensation aid for an
intermediate school district or charter school with a plan approved under section

122A.414, SublelSlOl‘l 2b, and subd1v1s10n 2a, 1f the recipient is a charter school,

compensation aid and altematlve teacher compensation levy for all part101pat1ng school

districts to. the maximum alternative teacher compensation revenue for those districts
under section 122A.415, subdivision L

(c) Notwithstanding paragraphs (a) and (b) and section 122A.415, subdivision 1,
the state total basic alternative teacher compensation aid entitlement must not exceed
$19,329,000 1 for fiscal year 2006 and $75,636,000 for fiscal year 2007 and later. The
comumissioner must limit the amount int of alternative teacher compensation ald approved
under section 122A 415 so as not to “exceed these limits.

Sec. 24. Minnesota Statutes 2004, section 126C.10, is amended by adding a
subdivision to read:

Subd. 35. ALTERNATIVE TEACHER COMPENSATION LEVY. For fiscal
year 2007 and later, the alternative teacher compensation levy for a district receiving

basic alternative teacher compensation aid equals the product of (1) the difference

between the district’s alternative teacher compensation reventue and the district’s basic
alternative teacher compensation aid times (2) the lesser of one or the ratio of the

district’s adjusted net tax capacity p per adjusted pupil unit to $5,913.
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Sec. 25. Minnesota Statutes 2004, section 126C.10, is amended by adding a
subdivision to read:

Subd. 36, ALTERNATIVE TEACHER COMPENSATION AID. () For fiscal
year 2007 and later, a district’s alternative teacher compensation equalization aid
%lmdﬁtﬁcraltgmanve teacher compensation revenue minus the district’s basic
alternative teacher compensation aid minus the district’s alternative teacher compen-
sation levy. If a district does not !PXX the ‘entire amount permitted, the alternative

teacher compensation equalization aid must be reduced in proportion tﬁ the actual
amount levied,

(b) A district’s alternative teacher compensation aid equals the sum of the
district’s basic alternative teacher compensation aid and the district’s alternative
teacher compensation equalization aid.

Sec. 26, Minnesota Statutes 2004, section 126C.13, subdivision 4, is amended to
read:

Subd. 4, GENERAL EDUCATION AID. (a) For fiscal year 2004; a distriet’s
general education aid is the sum of the following amounts:

1) general education revenue;

() shared time aid aceerding to seetion 126C:01; subdivision 75
3) referendum aid aceording to seetion 126C17; and

() online learning aid according to section 126€.24-

¢b) For fiscal year 2005 and later 2006, a district’s general education aid is the
sum of the following amounts:

(1) general education revenue, excluding equity revenue, total operating capital,
and transition revenue;

(2) operating capital aid according to section 126C.10, subdivision 13b;
(3) equity aid according to section 126C.10, subdivision 30;

(4) transition aid according to section 126C.10, subdivision 33;

(5) shared time aid according to section 126C.01, subdivision 7;

(6) referendum aid according to section 126C.17; and

(7) online learning aid according to section $26€:24 124D.096.

(b) For fiscal year 2007 and later, a district’s general education aid is the sum of
the following amounts:

(1) general education revenue, excluding equity revenue, total operating capital
revenue, alternative teacher compensation revenue, and transition revenue;
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(2) operating capital aid under section 126C.10, subdivision 13b;

(3) equity aid under section 126C.10, subdivision 30;

“@ alternative teacher compensation aid under section 126C.10, subdivision 36;

(5_) transition gﬁ under section 126C.10, subdivision 33;

(6) shared time g_ig under section 126C.01, subdivision 7;

(7) referendum aid under section 126C.17; and

(8) online learning aid according to section 124D.096.

Sec. 27. Minnesota Statutes 2004, section 126C.15, subdivision 2, is amended to
read:

Subd. 2. BUILDING ALLOCATION. (a) A district must allocate its compen-
satory revenue to each school building in the district where the children who have
generated the revenue are served unless the school district has received permission
under section 50 to allocate compensatory revenue according to student performance
measures developed by the school board. -

(b) Notwithstanding paragraph (a), a district may allocate up to five percent of the
amount of compensatory revenue that the district reeeived during the previous fiscal
year receives to school sites according to a plan adopted by the school board.

(c) For the purposes of this section and section 126C.05, subdivision 3, “building”
means education site as defined in section 123B.04, subdivision 1.

(d) If the pupil is served at a site other than one owned and operated by the
district, the revenue shall be paid to the district and used for services for pupils who
generate the revenue.

EFFECTIVE DATE. This section is retroactively effective from July 1, 2005, for
revenue for fiscal year 2006,

Sec. 28. Minnesota Statutes 2004, section 126C.15, subdivision 3, is amended to
read:

Subd. 3. RECOMMENDATION. A school site decision-making team, as
defined in section 123B.04, subdivision 2, paragraph (a), or the instruction and
curriculum advisory committee under section 120B.11, if the school has no school site
decision team, shall recommend how the compensatory education revenue will be used
to carry out the purpose of this section. A school district that has received permission
under section 50 to allocate compensaté?y revenue accord_lngTo school performance
measures shall share its pian for the distribution of compensatory revenue with the

school site decision team.

EFFECTIVE DATE. This section is effective retroactively from July 1, 2005, for
revenue for fiscal year 2006.
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Sec. 29. Minnesota Statutes 2004, section 126C.17, subdivision 2, is amended to
read: :

Subd. 2. REFERENDUM ALLOWANCE LIMIT. (a) Neew«}ths%andmg subdi-
vision 1; for fiscal year 2003; a distriet’s referendum allowance must not exceed the

@) the sum of a distriet’s referendum allowanee for fiscal year 1994 times 1-162
plus its referendum conversion allowance for fiseal year 2003; minus $415;

) 182 percent of the formula allowanee;

3) for a newly reorganized distriet ereated on July 1; 2002; the referendum
revenue authority for cach roorganizing distriet in the year preceding reorganization
divided by its resident marginal cost pupil units for the year preceding reorganization;
minus $415; or

&) for a newly reorganized district ercated after July 1; 2002; the referendum
revenue authority for each reorganizing district in the year preceding reorganization
divided by its resident marginal cost pupil units for the year preceding reorganization:

{b) Notwithstanding subdivision 1, for fiscal year 2004 2007 and later, a district’s
referendum allowanceé must not exceed the greater of:

(1) the sum of: (i) a district’s referendum allowance for fiscal year 1994 times
1.177 times the annual inflationary increase as calculated under paragraph &) (b) plus
(ii) its referendum conversion allowance for fiscal year 2003, minus (iii) $445 $215;

(2) the greater of (i) 486 26 percent of the formula allowance or (ii) $855:79
$1,294 times the annual inflationary increase as calculated under paragraph &) (b); or

(3) for a newly reorganized district created after July 1, 2002 2006, the
referendum revenue authority for each reorganizing district in the year preceding
reorganization divided by its resident marginal cost pupil units for the year preceding
reorganization.

¢ (b) For purposes of this subdivision, for fiscal year 2005 and Ilater,
“inflationary increase” means one plus the percentage change in the Consumer Price
Index for urban consumers, as prepared by the United States Bureau of Labor
Standards, for the current fiscal year to fiscal year 2004, For fiscal years 2009 and later,
for purposes of paragraph (b) (a), clause (1), the inflationary increase equals the
inflationary increase for fiscal year 2008 plus one-fourth of the percentage increase in
the formula allowance for that year compared with the formula allowance for fiscal
year 2008.

EFFECTIVE DATE. This section §§ effective f_oi revenue for fiscal year 2007.

Sec. 30. Minnesota Statutes 2004, section 126C.17, subdivision 5, is amended to
read:
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Subd. 5. REFERENDUM EQUALIZATION REVENUE. (a) For fiscal year
2003 and later, a district’s referendum equalization revenue equals the sum of the first
tier referendum equalization revenue and the second tier referendum equalization
revenue.

(b) A district’s first tier referendum equalization revenue equals the district’s first
tier referendum equalization allowance times the district’s resident marginal cost pupil
units for that year.

(c) Eor fiseal years 2003 and 2004; a distriet’s first tier referendum equalization
allowance equals the lesser of the distriet’s referendum allowanee under subdivision 1
or $126: For fiseal year 2005; a district’s first tier referendum equalization allowanee
equals the lesser of the district’s referendum allowanee under subdivision 1 or $405:
For fiscal year 2006 and later, a district’s first tier referendum equalization allowance
equals the lesser of the district’s referendum allowance under subdivision 1 or $500.
For fiscal year 2007, a district’s first tier referendum equalization allowance equals the
lesser of the district’s referendum allowance under subdivision 1 or $600.

For fiscal year 2008 and later, a district’s first tier referendum equalization
allowance equals the lesser of the district’s referendum allowance under subdivision 1
o§00.

(d) A district’s second tier referendum equalization revenue equals the district’s
second tier referendum equalization allowance times the district’s resident marginal
cost pupil units for that year.

(e) For fiscal year 2006, a district’s second tier referendum equalization allowance
equals the lesser of the district’s referendum allowance under subdivision 1 or 18.6
percent of the formula allowance, minus the district’s first tier referendum equalization
allowance. For fiscal year 2007 and later, a district’s second tier referendum
equalization allowance equals the lesser of the district’s referendum allowance under
subdivision 1 or 26 percent of the formula allowance, minus the district’s first tier

referendum equalization allowance.

(f) Notwithstanding paragraph (e), the second tier referendum allowance for a
district qualifying for secondary sparsity revenue under section 126C.10, subdivision
7, or elementary sparsity revenue under section 126C.10, subdivision 8, equals the
district’s referendum allowance under subdivision 1 minus the district’s first tier
referendum equalization allowance.

Sec. 31. Minnesota Statutes 2004, section 126C.17, subdivision 7, is amended to
read:

Subd. 7. REFERENDUM EQUALIZATION AID. (a) A district’s referendum
equalization aid equals the difference between its referendum equalization revenue and
levy.

(b) If a district’s actual levy for first or second tier referendum equalization
revenue is less than its maximum levy limit for that tier, aid shall be proportionately
reduced.
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